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Article 4: FUNDING PROVISIONS
READOPT
Section 3400. Allowable Costs and Expenditures.

{a) No change

(b) Programs and/or services provided with MHSA funds shall:

(1) Offer mental health services and supports to individuals with severe
menta! iliness and/or severe mental disorders.

{(2) Be voluntary in nature.

(3) Comply with the non-supplant requirement of Section 3410.

(c) To the extent aliowed under (a) and (b) of this Section, the County may
use MHSA funds to match other funding sources, such as Medi-Cal and the
Healthy Families Program. The County shall not submit requests for MHSA
funding solely for the purpose of increasing reimbursement for Medi-Cal or the
Healthy Families Program.

(d) The County shall not be reimbursed for expenditures that occurred prior to
January 1, 2005.

(1) County shall be reimbursed for expenditures incurred after January 1,

2005 only with prior state approval.

NOTE: Authority cited: Section 5898, Welfare and Institutions Code. References:

Sections 5813.5(b), 5878.3(a), 5891, and 5892, Welfare and Institutions Code.
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FINDING OF EMERGENCY

The Department finds that the readoption of Section 3400(b) is necessary for the
immediate preservation of the public peace, health and safety and/or general welfare.

California voters approved Proposition 63 in the November 2004 General Election.
Proposition 63, now known as the Mental Health Services Act (MHSA), became effective on
January 1, 2005. Through imposition of a 1% tax on personal income in excess of $1 million,
the MHSA provides the opportunity for the State Department of Mental Health (DMH) to
provide increased funding, personnel and other resources to support county mental health
programs and monitor progress toward statewide goals for children, youth, adults, older
adults and families. The MHSA addresses a broad continuum of prevention, early
intervention and service needs that are designed to work together to reduce the suffering of
individuals, as well as the harm to society, which results from untreated mental iliness.

The MHSA recognizes the emergent nature of the need for new and expanded mental health
services in California.

(a) Failure to provide timely treatment can destroy individuals and families. No parent
should have to give up custody of a child and no adult or senior should have fo
become disabled or homeless to get mental health services as oo often happens
now. No individual or family should have to suffer inadequate or insufficient
treatment due to language or cultural barriers to care. Lives can be devastated
and families can be financially ruined by the costs of care. Yet, for too many
Californians with mental iliness, the mental health services and supports they need
remain fragmented, disconnected and often inadequate, frustrating the opportunity
for recovery.

{b) Untreated mental iliness is the leading cause of disability and suicide and imposes
high costs on state and local government. Many people left untreated or with
insufficient care see their mental illness worsen. Children left untreated often
become unable to learn or participate in a normal school environment. Adults lose
their ability to work and be independent; many become homeless and are subject
to frequent hospitalizations or jail. State and county governments are forced to pay
billions of dollars each year in emergency medical care, long-term nursing home
care, unemployment, housing, and law enforcement, including juvenile justice, jail
and prison costs.

At the end of 2005, DMH adopted an abbreviated set of emergency regulations, most of
which addressed the community services and supports aspect of the MHSA since this is the
focus of the Act. Section 3400(b), as filed with the Secretary of State contained an error,
needing correcting to ensure Allowable Costs and Expenditures, was implemented by the
counties in accordance with current faw governing allowable expenditures of MHSA monies.

Specifically, Section 3400(b) provides three requirements that must be met by any
programs and/or services that are provided with MHSA funds. DMH cannot enter into
contracts for services with the counties until these requirements are restored. Without
this text, the regulations governing its policies and procedures for prevention and
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early intervention are vague. Accordingly, large sums of money, which are needed by
the counties in order to provide prevention and intervention services in a severely
under-funded system, cannot be properly disbursed. This factor is the justification for
urgency.

1. Subsection (b)}{1) states the services and supports must be to individuals with severe
mental iliness and/or severe mental disorders. This subsection is necessary to ensure
that the use of the funds is consistent with the Findings and Declaration as stated in the
MHSA which recognizes the issues that arise when mental iliness/mental disorders are
not treated. The passage of Proposition 63, MHSA, provides funding specifically for the
treatment of individuals with severe mental illness/disorders.

2. Subsection (b)(2) states services/programs must be designed to be voluntary in nature.
This subsection is necessary to ensure the MHSA funds are used to establish and or
expand the array of voluntary programs/services offered by the county. The voluntary or
involuntary legal status of an individual with serious mental iliness/disorders should not
affect his/her ability to access these programs/services.

3. Subsection (b}3) states the funds cannot supplant existing state or county funds utilized
to provide mental health services. This subsection is necessary to inform the county that
the MHSA funds cannot be used to fund an existing program or service, unless such
program or service is being expanded as specified in Section 3400(a) above. This
requirement to comply with the non-supplant requirements of Section 3410 is in keeping
with specific language contained in Section 5891 of the W&I Code.

On January 13, 2006, DMH submitted an amendment to section 3400(b) to correct this error
of omission. The Office of Administrative Law (OAL) determined that the amended regulation
did not meet the exemption provided in law; therefore, DMH filed the modification as an
emergency with full OAL review. OAL subsequently approved the January 13, 2006,
amendment and a subsequent readoption effective May 24, 2006. Due to continuing
efforts to craft a satisfactory regulation, based on extensive feedback, DMH will
require additional time to craft the regulation text; thereby, requiring a second
readoption.

AUTHORITY: Section 5898, Welfare and Institutions Code.

REFERENCE: Sections 5813.5(b), 5840, et seq., 5847(a)(1) through (6) and (d), 5848(a),
5878.3(a), 5891, 5892, 5897, and 5898, Welfare and Institutions Code.

The original Economic and Fiscal Impact Statement (STD. 399) signed on December 30,
2005, reflects the modifications. This document is incorporated by reference.

DMH has determined that the proposed reguiatory action imposes mandates on county
government when County Mental Health Programs apply for funds pursuant to these
regulations. However, funds are available through the Mental Health Services Fund created
by the Mental Health Services Act and codified in Welfare and Institutions Code, Section
5890 to finance the mandates as required by Part 7{commencing with Section 17500} of
Division 4 of the Government Code.
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STATE OF CALIFCRNIA

ECONOMIC AND FISCAL IMPACT STATEMENT
{REGULATIONS AND ORDERS)

70, M gy, L0 wineTioic wassing W20, See SAM Sections 6600 - 6680 for Instructions and Code Citslions
BEPARTMENT nAME CONTACT PERSEN e TELEPMONE NUMEER
DEPARTMENT OF MENTAL HEALTH Steve Appel 654-4027
DESCRIPTIVE TITLE FAOM NOTIGE REGIGTER OR FORM 400 HOTILE FILE NUMBER
Menta] Health Services Act Z _
ECONOMIC IMPACT STATEMENT

A, ESTIMATED PRIVATE SECTOR COST IMPACTS (Intiudo caloulations and assumpliong in the rulomaking resord.}
1. Theck the appropriate box(as) below 10 indicate whether this regutation:

[:] & Impacts businesses andfor employees {:} 8. lmpoeses reporting requitements

D k. Impasts small businesses D £ Imposes prescriptive instead of performance slandards

D ¢. Impacts jobs or accupalions D g- Impacts individugls

D d. Irpacls Caiiforaia compeltiveness & h. WNone of the abova {Explaln bslow. Camplele the

Figeal irpact Staternont as appropriate.)
h. eont) Lmpacts local county govemment when applying for funds assaciated with the Meptal Health Services Act

(MHSA)
(if any box in ftems 1 & through g is checked, complete this Economic Impact Statament.)

2, Enter the total nember of businesses impastad: Describe the lyped of businesses (nclude nanprafits):

Enter the numbar r péreantags of total businezses imp3eted that are small businesses:

3. Entet the number of buginesaes that will be created: sfiminated:
Explain,
4. indicale the geographic evient of impacts: | Statewide [ Local of ragional (list areasy: __

5. Enter the numbar of jobs created: or eiminated. Deserlha the types of jobs or accupations impacted:

8 Wil tha reguistion affect the ability of California businesses to compete with othar statss by making it mete costly to produte goods of services?

[:] Yaa D No If yoe, oxplain briefly:

B ESTIMATED COSTS (Intlude calculations and assumptions in the rulemaking recard,)

1. What are the total statewide dollar costs that busineeses and individuals may incur fo comply with this requlation over ifs lifetime? $

a. Initial costs for 3 smial business: § Anpda) ongeing costs. § Years:
b, initial costs for @ typical business: § Anpualj ongeing costs. $ Yaars:
¢, initial costs for an individual: $ Annual ongoing costs: 3 years;

d. Deceriba other economic costs thet may occur:

2. [fmultipie industries are impacted, enter the share of total costs for each industry:

3. if the regulation imposes reporting roquiremants, enter the ennual costs a typical busingss may incur a Comply with these reguiromants. {inclide
the dollar casts 1o do programeming, record Kooping, ropoding, and olhor paporw ok, whether or nol the papsmwork must be submittled 1 S _

4. Wil this reguiation directly impact housing costs? [:3 Yes D No  ifyes, enter the annual doliar ¢ost per ivusing unt:

L3 __,and the number of onits:

Tt
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ECONOMIC AND FISCAL IMPACT STATEMENT cont. (STD. 399, Rev. 2-38, elactronic)

5. Arg nefe comparable Faderal requlations? D Yes D No Explain the nasd for State reguiation given the oxistoncs of

absence of Federal regulations:

Enter any additional casts te businesses and/or individuale that may be due to State - Federal difierences: $

C. ESTIMATED BENEFITS (Estimatian of the doliar vatug of benefits Is not specifically raquiradt by rulemaking law, bul is encouregec.}

1. Briefiy summarize the benefits that may result from this reguiation and who will bacafit -

2. Are the benefile the rasull of; D spacific statutory requirgments. or B goals developed by the agency based an broad staluicry autherity?

Expiain:

3, What arg the total statewide beneitd from this regulation over its fifetime?  $____

0. ALTERNATIVES TD THE REGULATION {Includa caloulalions and stgumptions In the rulemaking recard, Estimation of the dolisr
value of benefls is not specifically required by rulamaking law, bul is encoursged |

1. Ust allornatives consigersd and dascriba tham below, If no alternatives were considared, explain why not here:

Afemative 1!

e

Alzmative 2¢

2 Summarize ihe total stalewide coats and bensfits frorn this ragulation and each allernative considered:

Regulation: Benefit. $ Cost: §
Alternative 1 Benafil: § Cost $
Alternative 2: Benefit § Cost: 8

3. Brisfy discuss any quantification issuas that are relevant 1o a camparisen of estimated costs and benafits for this regulation or alternatives:

4. Rulemaking iaw requires sgeneias 1o consigar parfomancs standards as an alternative, if a regulation manaalas the usé of specific tachnelagies o
equiptmant, of prescribes spacific actions o procedures. Were performance standards considared te lower compliance costs? [ ] Yes D Ne
Expiain:

E. MAJQOR REGULATIONS (Includs calculations an assumptions in the rulamaking racord.}
Boards, offices and dopanmonta within CaVEPA arn subjoct 1o the following additiona! raquiremonts par Health and Safely Code section §7005.

1. Wil the estimated costs of this regulation to California business enterprises excoed $10 million? D Yag E:} No  {if No, skip thig saction.}

2. Briefiy describe aach equally 5s affectiva ajtemative, or combination of allernatives, fer which a cost-effectiveness analysis was pe Hormed:

Altgrnative 1

——r———

Allemative 2/

3, Forthe reguistion. and each alternative just described, enter the gstimated tolal cast and oversl cant-affactivenass ratio:

Ragulation; A Cost-affectivenees ratior
Altainative 1: s . : Costeffectiveness ratio:
Altetnative 2: 3 Cost-effectiveness ratio)

Page 2




DEC-3@-2885 14:46 DOF HHS UNIT 916 327 @218 P.84

ECONOMIC AND FISCAL IMPACT STATEMENT cont. (STD. 399, Rev. 2-98, electronic)

FISCAL IMPACT STATEMENT

A, FISCALEFFECT ON LOCAL GOVERNMENT {Indicate appropriale boxes 1 through 6 and attach calculations and gasumplions of
fiscal irmpact for the currgnt year and iwe gibsequent Fiscal Yeers.)

D 1. Additional expandituras of approximately § in the current State Fiscal Year which are reimbursable by tha State pursuant le Section & of
Articla X[l B of the Califomia Constitution and Sactions 17500 8t sy of the Government Cade, Funding for thit reimbursement:

D a. is provided in (ltemn , Budget Act of } of (Chapter . Statutes of )
. wilt ba ratiuested it Governors Budget f ciation in Budget Act of .
D b, wilt [ n M‘ﬁé‘ - l\r get for eppropriali a

2. Additjonal expanditures of appraximately 53.56.870,000 (amount budpeted as estimated to be expended in Fiscal Year 2005-
06 for Community Services and Supports). in the current State Fiscal Yoar which are not reimbursable by the State pursuant (o
Sectian § of Ariicle XIII B of the Califomia Canstitution and Sections 17500 ef s&q. of the Government Code bocause this regulation:

D 1. implemants the Federal mandate contained in .

[_—_\ b, implaments the coud mandate set lorth by the coutt in ihe casa of ¥§

¢. implemants a mangate of the people of this Stats expressed in their approval of Proposition Ne. 63 atthe ovoglher 2004 sleetion.

D d, isisSu0d Only in responsa o 3 spacific reqliast from the , which is/are the anly locat entity(s) affected.

. wi ntal I i 3 i
X e. wili be fully financed from mo(&é&s ;\%)m%ggtb Services Fund authorized by
Section 1 7043 and 19602.5 of the Revenue and Taxalion Cade,

D f. provides for savings to sach affected unit of local government which will, at a minimum, cffeet any additienal costs to each such unit

D 3. Savings of gpproximately § annually,

l:] 4. No agditional cosis or savings becauso this rogulation makes anly tochnical, nen-substantive af ciarifying changes to currenl iaw and
regulations.

[:_] 5, No fiscal impac! exjsts because this regulation does not affect any local entity or program.

D 6. Other

B. FISCAL EFFECT ON STATE COVERNMENT (Indicate sppropriate boxes 1 irough 4 and atach calculations and assumptiens of
fiseal impac! for ihe curent yasr Bnd twe subsaquent Fiseal Yoars.)

D 1. Additional expenditures of approximateiy 8 in the currant Stete Fiseal Year, | is anficipatad thal Sfata agancies wili
E] a. ba able ta absort these additional costs within their existing budgets and rosourcos.
E] b. request ap increase in the currently authorized budget fevel for the figcal year.

D 2. Savings of approximately § in the cutreni State Fiscal Year.

E] 8. Ne figeal impact axists bécsusa this regulation doas not affast any Stata agancy or pregram. s

4. Oter Exponditures authorized in the 2005 Budget Act jn the MHSA fund.

C. FISCAL EFFECT ON FEDERAL FUNDING OF STATE PROGRAMS {indicata aparopriate boxes 1 Mraugh € and altach cajculations and
' assumptions of figcal Impact far the current year and by Subsoquent Fiscal Yoars )

[:] 1. Additional expenditures of approximately & in the current State Fiscal Year,

[:] 2. Savings of approximataty § it the currant State Fiscal Year,

D 3. No fseal impast oxists because this ragulation goes not affect any federaily funded State agency or pregram.
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ECONOMIC AND FISCAL IMPACT STATEMENT cont. (STD. 399, Rov. 2-88, electronic)

[ 4 omer

a :
\m | @%‘Tf’ﬂ/

N
AGENCY SECRETARY .
ABPROVALICONCURREN & \ Cedrzra b v (2 [% (03"

FROGRAM BUDGET MANAIE R - PATE
DEPARTMENT OF FINANCE ! 83%‘
APPROVALICONCURRENCE | o¢ W { Jj—,

tod tha STD. 399 sccording 10 (6 instructions in SAM seclions 4600-6680, andf understands ine

7. The tignalura aosts that the agency has oomple
undar an Agancy Secretary must havs the form signed by the

impacts of the prapdsed ndemaking. Stete hoards, offices, er depanmants not
highest renking official in the organization,

2, Finance approval and signature is raquired whan SAM sections G400-6870 raquire
Howevar. Finence musl immmaciatsly raceive a copy of pach SYD. 358 submitted to
qusstion the *no fiseal impact” inding of a stale agancy.

complstion of ihe Fiscal Impact Statement in the STO, 398,
DAL without Financa Signatire, or Fingricg may subdequenty
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